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ANNUAL MEETING 


Shareholders are invited to attend the Annual General 
Meeting on May 28, 2002 at 3pm in the Bankers Hall 


Auditorium, Level A, 315 - 8 Ave SW, Calgary, AB. 


AND YOU ALWAYS HIT YOUR TARGET 
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stul growth is a 


TOTAL ENERGY SERVICES LTD. is a public 
energy services company based in Calgary, 
Alberta. Through its wholly-owned subsidiaries, 
Total Energy is involved in three core business 
sectors: contract drilling; the rental and 
transportation of surface equipment to the 
oil and gas industry in northwestern and 
central Alberta; and the manufacturing, sale, 
rental and servicing of new and used natural 
gas compression equipment. Together these 
businesses provide the foundation for building 
long-term shareholder value. Total Energy has 
achieved record growth by maintaining a 
disciplined acquisition strategy and undertaking 
strategic internal growth. The company will 
achieve ongoing expansion through internal 
growth of its three businesses and accretive 
acquisitions. 


Total Energy Services Ltd. common shares 
trade on the Toronto Stock Exchange under 
the symbol TOT. 
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KEEPING IT ALL IN FOCUS 


Rig #5, the "Pragma 7000" completed and began drilling December 2001. 


CEO'S MESSAGE 


In a year of unpredictable activity, our performance for the first three quarters was above historical activity 
levels while our fourth quarter was below. This mirrored the exploration and production companies’ receipts 
from commodity prices. In fact, by the fourth quarter, most companies had spent their 2001 capital budgets and 
were waiting for the 2002 calendar year to begin new projects. 


Starting in January 2002, industry activity picked up significantly — a trend that we expect to continue 
throughout the first quarter of 2002. Beyond that, activity will very much depend on the overall economy and 
its effect on demand and commodity prices. With a disciplined approach to growth and a solid plan in place 
to address market conditions, Total is well positioned to succeed. 


In the long term, we are confident that natural gas prices will recover as production declines will correct 
for any short-term oversupply issues, and that a recovery in the North American economy will continue to 
drive demand. 


The re-investment of cashflow to grow our assets in both Drilling & Production Rentals and Contract Drilling 
has significantly increased Total's revenue base. More importantly, we have also grown our net 
earnings, EBITDA and cashflow with 2001 reaching new highs. 


Revenues 


Net Income 
EBITDA 
Cashflow 


CONTINUED CAPITAL REDEPLOYMENT AND GROWTH 
Steadily gaining ground. 


Since acquiring the assets of Chinook Drilling on April 1, 2000, we have invested $12.2 million in our Contract 
Drilling segment. We increased our rig fleet by two, and built generic components for two additional rigs, 
#6 and #7. Rig #4 is a 2,800-meter state-of-the-art Rigmaster P-500 telescopic double that was completed 
and began drilling in December 2000. Rig #5, an extended reach single capable of drilling to 2,200 meters and 
moving on partial road bans, was completed and drilled its first well in December 2001. This latest model 
hydraulic rig has an integrated top drive and pipehandling system. It is currently on location drilling and 
we are impressed with the results to date. Plans for Rigs #6 and #7 are currently on hold due to weakened 
market conditions. 
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Drilling and Production Rentals, which is operated through the Total Oilfield Rentals Partnership, 
continued to significantly grow its asset base over the past year. We invested $7.2 million in this segment in 
2001 and continued to gain market share across our nine branch locations, two of which were opened in 2000. 
Total Oilfield Rentals has the critical mass, expertise and equipment to serve clients from Rocky Mountain 
House to High Level and further north into the Territories. 


Our Production Services business, Bidell Equipment, continued to experience strong demand in 
the low to mid range horsepower compressor market, prompting us to seek a larger manufacturing facility. 
We began discussions in mid-2001 to lease a 58,000 square foot facility, which, if market demand dictates, 
would enable us to double our current output. We anticipate moving into our new space in the fourth quarter 
of 2002. 


STRATEGIC OUTLOOK 
Awake to the possibilities. 


Our strategy for growth remains unchanged. We will prudently manage our balance sheet looking for 
complementary acquisitions throughout the business cycle. We will re-invest our cashflow in high utilization, 
technically modern equipment when industry activity warrants. 


In Contract Drilling, we will concentrate on searching for and evaluating opportunities to acquire drilling rig 
assets that are complementary to our existing fleet. We will closely monitor market conditions and evaluate 
the timing of the addition of Rigs #6 and #7. 


In Drilling and Production Rentals, we are continuing to evaluate opportunities for areas of new geographic 
expansion and new product lines to add to our existing infrastructure. 


The expansion of Production Services will continue with a view to taking advantage of what Total expects will 
be increased demand in 2003. 


| would like to thank our board of directors for their guidance and support and our employees for their 
continued strong effort as we profitably grow Total Energy Services Ltd. © 


Tom Stan 
Chairman and Chief Executive Officer 
March, 2002 
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SECURE ON OUR PATH 


We know where we're going and we know how to get there. 


REVIEW OF OPERATIONS 


CONTRACT DRILLING 
Chinook Drilling Inc. 


Our Contract Drilling segment reported revenues for the year of $10.1 million in 2001 as compared to $4.8 million 
for 2000 (based on nine months as Chinook was acquired April 1, 2000). Utilization rates for Chinook during 2001 
were on par with the industry average, at 53%. 


Chinook currently operates 5 drilling rigs: 

- 2 Failing 3500 singles (rated to 1200 meters); 

- 1 Rigmaster P-500 telescopic double (rated to 2600 meters); 

+ 1 Rigmaster P-500 telescopic double with remote controlled automated pipe handling system 
(rated to 2800 meters); 

« 1 Pragma 7000 telescopic extended reach single complete with hydraulic top drive and automated 
pipe handling system (rated to 2200 meters). 


In planning the growth of Chinook Drilling, we carefully surveyed the marketplace for opportunity. We discovered 
an under serviced market in the 500 - 2200 meter range with less than 20 rigs providing cost-effective service. 
Chinook proceeded on the development of a newly designed extended reach single that could service the 
market segment. 


The result: a new rig, completed in December 2001, featuring: 

+ Versatile drilling capabilities from 500 to 2200 meters; 

- Increased efficiencies using range three drill pipe and a fully automated pipe handling system; 

« Built-in 150 ton hydraulic top drive; 

- Use of latest hydraulic technology to efficiently distribute load weight and power throughout the rig; 
+ Improved ability to move during partial road ban conditions; 

+ Decreased moving and rig-up costs by minimizing the number of loads. 


We believe that this rig will prove to be a very efficient rig to use in shallow to mid depth well applications 


where speed, versatility and efficiency are paramount. We are pleased with our initial results and look forward 
to higher utilization and day rates than conventional equipment. 
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DRILLING AND PRODUCTION RENTALS 
Total Oilfield Rentals Partnership 


Total Oilfield Rentals focuses on the gas prone areas of northwestern Alberta and northeastern British Columbia 
and has become one of the dominant suppliers of surface oilfield rentals. There were approximately 18,000 wells 
drilled in 2001, versus 16,500 in 2000. As there is a direct link between drilling activity and rental utilization, this 
segment achieved revenues of $25.7 million in 2001, a 26% increase over 2000. 


Total Oilfield Rentals is based in Whitecourt, with branch offices in Valleyview, Fox Creek, Grande Prairie, 
Manning, Edson, Red Earth Creek, Rocky Mountain House and High Level. Expansion initiatives fueled by cashflow 
allowed this division to invest $7 million in capital equipment and facilities in 2001. 


« $3.5 million in new rental items increased the rental fleet from 1,300 to 1,700 pieces of equipment. Equipment 
includes Caterpillar loaders, matting,400-barrel tanks, pre-mix tanks, sump tanks, pressure vessels, pumps, 
light towers, shale bins and separators. 


« $2.5 million was spent on maintaining and upgrading the truck fleet with 3 new service vehicles, 3 bed trucks, 
2 picker trucks and 1 winch truck. We operate a modern fleet of 40 heavy trucks and 70 trailers out of five 
locations throughout Alberta. 


« $1 million was used to upgrade existing infrastructure to improve operating efficiency and customer service. 


In 2000 and 2001 we demonstrated that Total Oilfield Rentals can cost effectively expand its revenue base 
by adding new equipment to the existing infrastructure, thus generating a strong rate of return. Total Oilfield 
Rentals maintained a consistent, coordinated marketing effort both in the field and in Calgary. 


Looking ahead to 2002 we are carefully monitoring industry activity and investigating opportunities for 
acquisitions that may compliment our existing operation. 


PRODUCTION SERVICES 
Bidell Equipment Inc. 


Established in 1988, Calgary-based Bidell Equipment Inc. is a supplier of natural gas compression equipment. 
Bidell continues to carve out a niche in designing and packaging low to medium range reciprocating and rotary 
screw compression packages ranging from 20 to 2000 horsepower. 


Bidell offers a range of services and products to its clients. In addition to designing and packaging portable and 
narrow skid style compressors to API, ASME, and ANSI standards, they provide full maintenance and repair 
services for compression equipment. Bidell has a 23-year history with Sullair Corporation in the development and 
application of rotary screw compressors for various natural gas applications, and is also a factory direct 
purchaser of Waukesha engines. They also have an OEM agreement with Caterpillar through Finning. 


During 2001, Bidell Equipment generated revenues of $20.3 million, up 9.4% from $18.5 million in 2000. At year-end, 
customer backlog was $1.8 million. 


Management has recently formed an agreement with Cooper Energy Services as an Authorized Packager. 
Cooper, a 170 year old company, is a leading provider of reciprocating equipment and services for the oil and gas 
production industry. Cooper's products include natural gas reciprocating compressors ranging from 100 to 9000 
horsepower. This agreement now allows Bidell to offer a wider range of components — two major engine lines 
(Caterpillar & Waukesha), two major screw compressor lines (Sullair and Kobelco) and two major reciprocating 
compressor lines (Cooper & Ariel). 


Bidell has profitably grown its revenue base, such that a decision was made in 2001 to relocate to a larger facility. 
Bidell is scheduled to move into a new 58,000 square foot facility in the fourth quarter of 2002, which will allow 
Bidell to double its current output without significant additional fixed overhead costs. & 
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Rig 45 completed and begins drilling. This rig combines the latest in hydraulic technology with the most efficient 
pipe-handling systems available. It is designed to function best in shallow well drilling situations — below 2,200 
meters — where speed and efficiency are key. 


Reinvested cashflow of $7 million into Total Oilfield Rentals for additional rental equipment, trucking and improving 
existing infrastructure. 


Two locations were added to Total Oilfield Rentals in 2000: Rocky Mountain House and High Level. 


Ken Mullen joined the Board of Directors. Mr. Mullen was the former President, Chief Executive Officer 
and Director of Plains Energy Services. 


Completed a $6.5 million equity financing. 
Tom Stan appointed Chairman and Chief Executive Officer. 


Rig #4, a 2,800 meter state-of-the-art Rigmaster P-500 telescopic double was commissioned and began working 
in December 2000. Rig #4 is capable of drilling and moving efficiently, requiring only 13 loads. 


Total Energy acquired the assets of Chinook Drilling for $6.5 million. 


Total Energy acquired the assets of Paddy's Oilfield Services for a purchase price of $2.7 million. 


Larry Coston appointed President, Chief Operating Officer and Director. 


Common shares commenced trading on the Toronto Stock Exchange under the symbol “TOT”. 
The Company acquired Bidell Equipment Inc. for a purchase price of $4.9 million, effective July 1, 1998. 
David Hawkins appointed Vice President, Finance and Chief Financial Officer. 


Total Energy completed the acquisition of the assets of Elm Oilpatch Rentals for a purchase price of $15 million, effective 
January 3, 1998. Concurrently the Company closed a $10 million equity financing and a $12 million term debt facility financing. 


Name changed to Total Energy Services Ltd. 
The Company acquired Red Rock Rentals for a purchase price of $2.4 million, effective October 1, 1997. 
The Company acquired Total Oilfield Rentals Ltd. for a purchase price of $2.4 million, effective September 1, 1997. 


The Company completed a private placement for gross proceeds of $292,500. 
The proceeds of the private placement were used in connection with the acquisition of Total Oilfield Rentals Ltd. 


The Company acquired GBM Trailer Service Ltd. for a purchase price of $1.7 million. 


Common shares commenced trading on the Alberta Stock Exchange. 


“Initial public offering for gross proceeds of $300,000. 


Total Energy Services Ltd. incorporated in Alberta as “Anorak Capital Corp.”. 
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF 
FINANCIAL CONDITIONS AND RESULTS OF OPERATIONS 


This management discussion and analysis focuses on key statistics from the consolidated financial statements 
and pertains to known risks and uncertainties relating to the oilfield services industry. This discussion should 
not be considered all-inclusive, as it excludes changes that may occur in general economic, political and 
environmental conditions. This discussion and analysis of the financial condition and results of operations for 
the year ended December 31, 2001 should be read in conjunction with the consolidated financial statements and 
related notes and material contained in other parts of this annual report. 


Acquisitions 
The Company did not complete any acquisitions during 2001. 


On April 1, 2000, the Company acquired the assets of Chinook Drilling. This company focuses on providing contract 
drilling services to oil and gas exploration and production companies in western Canada. The acquisition was the 
start of a new operational segment for Total and consisted of two single and one double drilling rigs. Consideration 
paid was $6.5 million cash. 


Results of Consolidated Operations 


The results for the year ended December 31, 2001 reflect the additional income generated by Total's capital 
equipment expansion program during 2000 and 2001 and the continuing high levels of activity in the industry. 


Industry activity levels increased in 2001 from 2000. Activity levels remained robust due to the high commodity price 
environment. Higher than average pricing levels for both oil and natural gas allowed Total’s customers to 
build upon the aggressive capital spending established during 2000. During 2001, western Canadian capital 
expenditures increased by 12% over the prior year. Oil prices decreased from an average of $US30.37 WTI per 
barrel for 2000 to $US25.95 WTI per barrel for 2001. This is a decrease of 15%. Natural gas prices increased from 
an average of $4.60 per mcf in 2000 to an average of $5.48 per mcf in 2001. This is an increase of 19%. The number 
of wells drilled increased from 17,587 in 2000 to 18,137 in 2001. This is an increase of 3%. 


Consolidated Revenue 


Revenues increased 28% to $58.6 million for the year ended December 31, 2001 versus $45.8 million for the same 
period in 2000. 


Segmented Revenue 


Segmented revenues for the year ended December 31, 2001 were $20.3 million for Gas Compression Services, 
$25.7 million for Drilling and Production Rentals, $10.1 million for Contract Drilling Services and $2.4 million 
for Other. 
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Drilling and Production Rentals 


The revenue reported from Total Energy's Drilling and Production Rentals segment increased by 26% in 2001 from 
$20.4 million in 2000 to $25.7 million in 2001. As mentioned above, the increase was due to the additional 
income generated by Total's capital equipment expansion program and the high levels of activity in the industry. 
Utilization of the rental assets remained consistent at 50% as compared to 51% in 2000. Therefore, revenues 
increased due to increased assets in this segment in 2001 as compared to 2000 and higher pricing in 2001 than 2000. 
Capital expenditures were $7.2 million in this segment in 2001. 


Gas Compression Services 


The revenue reported from Total Energy's Natural Gas Compression Services segment was $20.3 million in 2001 as 
compared to $18.5 million in 2000. This is an increase of 9% from 2000. The increase in revenue was attributable 
to a carryover of the strong capital spending witnessed from Total’s customers in 2000. The industry wide 
shift towards natural gas exploration and production continued in 2001 as Total's customers sought to maximize 
their exposure to the exceptionally high pricing offered by this commodity. Total experienced high utilization of its 
existing production facility during 2001. Sales during the first five months of 2001 were very strong with demand for 
compression equipment outstripping existing supply. Total saw the demand begin to slow in June and July of 2001 
as natural gas prices began to fall. This was followed by a moderate increase in August and then a gradual 
slowdown to the end of the fourth quarter. Total exited the year with a backlog of orders totaling $1.8 million, which 
will keep the production facility busy until the end of the first quarter of 2002. The Company has planned to take 
advantage of the long-term positive outlook for natural gas by increasing its current production capacity through 
the building of a new facility which is scheduled to be completed by the end of 2002. 


Contract Drilling Services 


The revenue reported from Total Energy's Contract Drilling Services segment was $10.1 million in 2001 as compared 
to $4.8 million in 2000. Revenue increased by 110% from the prior year because of two main reasons. First, the 
Contract Drilling Services segment was only active for nine months in 2000, as compared to twelve months in 2001. 
Second, the segment was expanded to four rigs in December of 2000 and therefore 2001 contained a full year of 
revenue for four rigs versus nine months of revenue for three rigs in 2000. Total also added Rig #5 to this segment 
in December 2001. 


Other 


Total’s Other segment includes the operations of its Trailer Repair business and Corporate activities. The revenue 
reported from Total Energy's Other segment was $2.4 million in 2001 as compared to $2.0 million in 2000. This is 
an increase of 19% from 2000. All of the revenue is attributable to the Trailer Repair business. Increased levels of 
industry activity provided this division with opportunities to broaden its revenue base. 


Operating Expenses 


Operating expenses increased by 26% in 2001 to $33.4 million as compared to $26.6 million in 2000. The increase 
was due to the increased activity in all of Total's businesses in 2001 as compared to 2000. The margins were 
consistent in 2001 at 43% as compared to 42% in 2000. Operating expenses consist of salaries and benefits for 
operations personnel, repairs, maintenance, fuel, manufacturing costs and trucking. 
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Selling, General and Administration Expenses 


Selling, general and administration expenses were $8.0 million in 2001 as compared to $6.3 million in 2000. This 26% 
increase was due to the expansion of existing segments combined with the fact that the Contract Drilling 
segment was active for twelve months in 2001 as opposed to nine months in 2000. General and administration 
expenses include salaries and benefits for office staff, rent, utilities, and communications in the Company's 
various divisional offices and its corporate head office. General and administration expenses also include costs to 
maintain the Company's public listing and professional fees required to operate the head office. 


Depreciation Expense 


Consolidated depreciation expense increased by 24% in 2001 to $3.9 million as compared to $3.1 million in 2000. 
This increase was due to the addition of property, plant and equipment throughout 2001; and the recognition 
of twelve months of depreciation on operating of its Contract Drilling segment in 2001 as compared to nine months 
in 2000. 


Other Interest Expense 


Other interest expense was $0.3 million in 2001 as compared to $0.6 million in 2000. This decrease was due to a 
generally lower interest rate environment during 2001. 


Interest on Long-term Debt 


Interest on long-term debt decreased by 23% in 2001 to $1.0 million as compared to $1.3 million in 2000. 
The decrease was due to a reduction in interest rates in 2001 as compared to 2000. 


Operating Earnings 


Operating earnings increased by 51% in 2001 to $12.0 million as compared to $7.9 million in 2000. The Drilling and 
Production Rentals segment contributed operating earnings of $9.2 million in 2001 as compared to $6.2 million in 
2000. This is an increase of 49%. The operating earnings margin in this segment was 36% in 2001 as compared to 
30% in 2000. The increase in operating earnings is due to the additional equipment added that generated higher 
revenues, but did not generate higher expenses in proportion due to the high fixed cost structure of this business. 
The Natural Gas Compression Services segment contributed operating earnings of $2.3 million in 2001 as com- 
pared to $2.6 million in 2000. The decrease was due to slightly lower gross margins combined with higher fixed 
operating costs. The operating earnings margin in this segment was 12% in 2001 as compared to 14% in 2000. 
The Contract Drilling segment contributed operating earnings of $2.2 million in 2001 as compared to $0.6 million in 
2000. The operating earnings margin in this segment was 22% in 2001 as compared to 13% in 2000. This segment 
was acquired April 1, 2000 and therefore, the operating earnings for 2000 did not include the first quarter, which is 
the most profitable quarter of the year. The Other segment had operating losses of $1.8 million in 2001 as compared 
to $1.5 million in 2000. 


Gain (loss) on Disposal of Equipment 
The gain on disposal of equipment was $11 thousand in 2001 as compared to $217 thousand in 2000. The gain 


on disposal of equipment results from the continual replacing and upgrading of older equipment in the 
Company's fleet. 


Amortization of Goodwill, Net of Tax 


The Company recorded amortization of goodwill, net of tax, of $0.4 million in 2001 as compared to $0.4 million 
in 2000. This expense is consistent in 2001 as compared to 2000 as there was no goodwill added in 2001 and the 
amortization of goodwill is a fixed cost. 


Income Taxes and Net Earnings 


The Company recorded net earnings of $7.4 million ($0.32 per share) in 2001 as compared to $5.0 million ($0.26 per 
share) in 2000. Income tax expense was $4.2 million in 2001 as compared to $2.7 million in the previous year. 
This resulted in an effective tax rate of 36% in 2001 as compared to 36% in 2000. The Company's 2001 statutory 
combined income tax rate is 42%. The decrease in the effective income tax rate as compared to the statutory rate 
arises from a reduction of future income taxes following the introduction by the provincial government of Alberta 
of income tax rate reductions. The Company’s statutory combined income tax rate in 2000 was 45%. The decrease 
in the effective income tax rate as compared to the statutory rate arises from a reduction of future income taxes 
following the introduction by the federal government of Canada of income tax reductions in its February 28 and 
October 28, 2000 budgets. Canadian generally accepted accounting principles (GAAP) require that the effect of 
these income tax rate reductions on the Company's future tax balances be reflected as a decrease of future tax 
expense in 2001 and 2002, since the rate reductions have been substantively enacted into law. 


On January 1, 2000, the Company adopted the liability method of accounting for income taxes. Previously the 
Company followed the deferral method. The new policy has been applied retroactively without restating prior 
periods. Retained earnings at January 1, 2000 have been reduced by $1,003,000 representing the cumulative effect 
of the change in prior periods from $336,000 to a deficit of $667,000. Comparative financial statements have not 
been restated. 


LIQUIDITY AND CAPITAL RESOURCES 
Cashflow Provided From Operations 


Cashflow provided by operations, before changes in non-cash working capital was $15.0 million in 2001 as 
compared to $11.0 million in 2000 an increase of 36%. The difference was primarily due to increased earnings in 
2001 as compared to 2000 offset by the increase in depreciation and amortization expense and the increase in 
future income taxes. The Company reinvests all internally generated cashflow into either the internal growth of 
existing businesses, acquisitions, or for the repayment of long-term debt. 


Investments 


Net cash used in investment activities in 2001 was $14.1 million as compared to $14.0 million in 2000. The majority 
of cash used for 2001 investment activities related to the purchase of property, plant and equipment. The Company 
purchased $16.6 million in property, plant and equipment in 2001 as compared to $10.2 million in 2000, excluding 
the Chinook acquisition. Purchases of property, plant and equipment in 2001 were allocated as follows: $1.5 million 
in the Natural Gas Compression Services division; $7.2 million in the Drilling and Production Rentals division, 
$7.8 million in the Contract Drilling Services division and $0.1 million in the Other segment. This compared to 
$0.6 million in the Natural Gas Compression Services division, $5.1 million in the Drilling and Production Rentals 
division, $4.4 million in the Contract Drilling Services division and $0.1 million in the Other segment in 2000. 
The purchase of property, plant and equipment in 2001 was offset by proceeds on the sale of equipment of 
$2.5 million, as compared to $2.6 million in 2000. 
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Financing 


Net cashflow from financing activities was $3.5 million in 2001 as compared to $4.3 million in 2000. The Company 
had cash provided from the issue of common shares of $0.2 million in 2001 as compared to $6.1 million in 2000. 
On September 12, 2000, the Company completed a prospectus offering of 5,764,000 units at $1.05 per unit for total 
consideration of $6,052,000. Proceeds, net of agents’ fees and other related costs of the issue of $900,000 were 
$5,152,000. Each Unit consisted of oné-common share and one half of a common share purchase warrant. 
Each whole common share purchase warrant entitled the holder to purchase one common share at $1.50 per share 
until March 12, 2002. During 2001, 92,500 of the share purchase warrants were exercised versus none in 2000. 
The Company had advances under long-term debt of $5.0 million in 2001 as compared to $7.1 million in 2000. 
The majority of the advances related to the Company’s capital expansion program in 2001, whereas, in 2000, 
$6.5 million related to the acquisition of the Chinook Drilling assets. The Company continued to focus on paying 
down its long-term debt. Repayments of long-term debt totaled $4.5 million in 2001 as compared to 
$4.2 million in 2000. 


Liquidity 


The Company had working capital of $4.0 million at the end of 2001 as compared to working capital of 
$3.0 million at the end of 2000. The improvement in the Company’s working capital position is due to increased 
earnings in 2001. 


Business Risk and Management 


The oil and gas service industry is highly reliant on the levels of capital expenditures made by oil and gas 
producers and explorers. These companies base their capital expenditures on several factors, including but 
not limited to commodity prices, production levels of their reserves and access to capital. Activity levels are 
ultimately dependent on the above factors. Oil and gas producers and explorers tend to look at long-term 
fundamentals in any of the above factors before they adjust their capital budgets to reflect the above factors. 
Given the reduced expectations for oil and gas prices companies are currently experiencing, it is anticipated that 
capital budgets of these companies will be lower in 2002 than they were in 2001. The industry analysts’ consensus 
is estimating that capital expenditures by Canadian producers will decrease from $31.2 billion in 2001 to $26.4 
billion in 2002 due to lower commodity prices. 


The Company is planning for decreased activity in its segments during 2002 relative to 2001. During the expected 
activity decrease in 2002 the Company is focusing on maintaining efficient operations in each of its segments. 
As well, the Company has significantly reduced its capital expenditure budget in an effort to preserve its liquidity 
and looking for accretive opportunities to expand its operations. 


The Company has a comprehensive insurance and risk management program in place to protect its assets, 
operations and employees. The Company also has programs in place to ensure it meets or exceeds current 
safety and environmental standards. The Company has safety and environmental personnel responsible for 
maintaining and developing the Company’s policies and monitoring the Company's operations in each segment to 
ensure they are in compliance with the policies. The safety and environmental personnel are required to report any 
incidents directly to the President and COO of Total Energy. 


Accounting Standard Changes 


In 2002, the Company will be required to adopt new Canadian accounting standards relating to stock based 
compensation and other stock based payments. The new standard is to be applied prospectively for stock based 
payments to non-employees and to employee awards that are direct awards of stock. For future awards, the 
Company will be required to follow the fair value method, as prescribed in the standard and calculate a fair value 
of the stock granted and record that‘fair value as an expense over the term of the grant. 


The new standard, however, permits the Company to continue the present policy that no expense is recorded 
on the grant of stock options to employees. All prior grants have been to employees, and the Company does 
not expect the adoption of the new standard to have a material impact on the Company's financial condition or 
results of operations. 


In 2002, the Company will also be required to adopt new accounting standards for business combinations and 
goodwill and other intangible assets. Under the new standard for business combinations, the Company will 
be required to use the purchase method to account for all business combinations initiated after July 1, 2001 and 
identify, separate from goodwill, other intangible assets that arise from contractual or legal rights or that can be 
separately sold. The new accounting standard substantially conforms with the accounting policies followed by the 
Company for all prior business combinations. 


Under the new standard of accounting for goodwill, goodwill is no longer amortized, but is tested for impairment 
at least annually. Under the goodwill test, if the fair value of a reporting unit does not exceed its carrying value, 
the excess of fair value of net assets over the fair value of a reporting unit is considered to be the implied fair value 
of goodwill. If the carrying value of goodwill exceeds its implied value, the difference is recognized as an 
impairment loss. The Company is required to assess the potential impairment of goodwill within six months 
of January 1, 2002 adoption date, including an identification of business units at which goodwill will be tested. 
Should that assessment result in an impairment of goodwill, the amount will be charged to retained earnings 
at January 1, 2002. 
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MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL STATEMENTS 


oa All information presented in this annual report is the responsibility of Total Energy Services Ltd.'s 
management. The accompanying consolidated financial statements have been prepared by management 
in accordance with accounting principles generally accepted in Canada. 


_ The Company's management has implemented and maintained internal controls to provide reasonable 
_assurance that assets are properly safeguarded and that transactions as well as financial records 
are properly recorded and maintained to provide reliable financial information. 


Ei E ; The Audit Committee of the Board of Directors has reviewed the financial statements with management 
and KPMG LLP, the Company's external auditors. The financial statements have been approved by the 
Board of Directors on the recommendation of the Audit Committee. 


Thomas Stan David A. Hawkins, CA 
_ Chairman and Chief Executive Officer Vice President, Finance and Chief Financial Officer 


AUDITOR'S REPORT TO THE SHAREHOLDERS 


We have audited the consolidated balance sheets of Total Energy Services Ltd. as at December 31, 2001 
and 2000 and the consolidated statements of earnings, retained earnings and cashflows for the years 
then ended. These financial statements are the responsibility of the Company's management. 
Our responsibility is to express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. 
Those standards require that we plan and perform an audit to obtain reasonable assurance whether 
the financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the 
financial position of the Company as at December 31, 2001 and 2000 and the results of its operations 
and its cashflows for the years then ended in accordance with Canadian generally accepted 
accounting principles. 


ees aap 


Chartered Accountants 


Calgary, Canada 
February 20, 2002 
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TOTAL ENERGY SERVICES LTD. 
Consolidated Balance Sheets 


December 31, 2001 and 2000 (in thousands of dollars) 


ASSETS 


Current assets: 
Accounts receivable 
Inventory 
Work in progress 
Income taxes recoverable 
Prepaid expenses and deposits 


Property, plant and equipment (note 4) 


Goodwill, net of accumulated amortization of $1,678 


(2000 - $1,256) 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Current liabilities: 
Bank indebtedness (note 5) 


Accounts payable and accrued liabilities 


Income taxes payable 


Current portion of long-term debt (note 6) 
Current portion of obligations under capital 


leases (note 7) 


Long-term debt (note 6) 


Obligations under capital leases (note 7) 


Deferred obligation (note 12) 
Future income taxes (note 9) 
Shareholders! equity: 


Share capital (note 8) 
Retained earnings 


Commitments (note 10) 


See accompanying notes to consolidated financial statements. 


Approved by the Board: 


a omy 


Ken Mullen, Director 


pie 


Bruce L. Pachkowski, Director 


2001 2000 

$ 7,828 $ 10,825 
4,983 3,497 
7,534 4,337 

= 447 

501 293 
20,846 19,399 
48,347 38,110 
4,451 4,873 

$ 73,644 $ 62,382 
$ 6,695 $ 1,068 
6,268 : 10,196 
352 E 
3,380 4,643 
136 497 
16,831 16,404 
12,467 10,723 
= 120 

Bn 2,601 
7,375 4,034 
23,160 24,213 
10,594 4,287 
33,754 28,500 
$ 73,644 $ 62,382 


TOTAL ENERGY SERVICES LTD. 


Consolidated Statements of Earnings 


Years ended December 31, 2001 and 2000 (in thousands of dollars except per share amounts) 


REVENUE 

Expenses: 
Operating 
Selling, general and administration 
Depreciation 


Other interest 
Interest on long-term debt 


Operating earnings 

Gain on disposal of equipment 

Earnings before income taxes and goodwill amortization 
Income taxes (note 9): 


Current 
Future 


Earnings before amortization of goodwill 


Amortization of goodwill, net of income taxes 


NET EARNINGS 


Earnings per share before goodwill amortization (note 8): 


Basic 


Diluted 


Earnings per share: 
Basic 
Diluted 


See accompanying notes to consolidated financial statements. 


2001 2000 
Se Sol $ 45,793 
33,444 26,569 
7,970 6,345 

3,865 Byline. 

332 565 

995 1,288 

46,606 37,889 
11,965 7,904 

11 217 

11,976 8,121 

851 E 

3,347 2,731 
4,198 2,731 
7,778 5,390 

415 436 

$ 7,363 $ 4,954 
$ 0.34 $ 0.28 
$ 0.32 $ 0.27 
$ 0.32 $ 0.26 
$ 0.31 $ OWS 
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TOTAL ENERGY SERVICES LTD. 


Consolidated Statements of Retained Earnings 


Years ended December 31, 2001 and 2000 (in thousands of dollars) 


Retained earnings, beginning of period 
Net earnings 


Repurchase and cancellation of common shares in 
excess of stated share capital (note 8) 


Change in method of accounting for income taxes (note 2) 


Retained earnings, end of period 


See accompanying notes to consolidated financial statements. 


2001 2000 

$ 4,287 $ 336 
7,363 4,954 
(1,056) - 
- (1,003) 

$ 10,594 $ 4,287 


TOTAL ENERGY SERVICES LTD. 
Consolidated Statements of Cashflows 


Years ended December 31, 2001 and 2000 (in thousands of dollars) 


CASH PROVIDED BY (USED IN): 


Operations: 
Net earnings 
Add (deduct) items not affecting cash: 
Depreciation and amortization 
Future income taxes 
Gain on disposal of equipment 


Changes in non-cash working capital items (note 13) 


Investments: 
Business acquisitions (note 3) 
Purchase of property, plant and equipment 


Proceeds on disposal of property, plant and equipment 


Financing: 
Issue of common shares 
Advances under long-term debt 
Repayment of long-term debt 
Repayment of obligations under capital leases 
Share issue costs 
Repurchase of common shares 
Increase (decrease) in bank indebtedness 


Increase in cash 

Cash, beginning of period 
Cash, end of period 
Supplemental Information: 


Interest paid 
Income taxes paid 


See accompanying notes to consolidated financial statements. 


2001 2000 
7,363 $ 4,954 
4,285 3,568 
Sy Saill TOM 
(11) (217) 
14,984 11,036 
(4,406) (1,258) 
10,578 9,778 
- (6,500) 
(16,601) (10,177) 
2,510 2,641 
(14,091) (14,036) 
207 6,096 
5,000 7,134 
(4,519) (4,156) 
(481) (484) 
(18) (900) 
(2,303) (404) 
5,627 (3,028) 
3,513 4,258 
es $ = 
1,253 $ 1,869 
82 $ 1 
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TOTAL ENERGY SERVICES LTD. 


Notes to Consolidated Financial Statements 


Years ended December 31, 2001 and 2000 (tabular amounts in thousands of dollars) 


GENERAL: 


Total Energy Services Ltd. (the "Company") is incorporated under the Business Corporations Act (Alberta). The Company’s 
business is the sale, rental and servicing of natural gas compression equipment, the provision of contract drilling services and 
the rental and transportation of surface equipment used in drilling and production processes to oil and gas exploration and 
production companies in western Canada. 


1. Significant accounting policies: 


(a) 


(b) 


(c) 


Basis of presentation: 


These consolidated financial statements include the accounts of the Company and its subsidiaries, all of which 
are wholly owned. 


Property, plant and equipment: 


Property, plant and equipment are stated at cost. Depreciation is recorded using the straight-line method over 
the estimated useful lives of the assets for all assets except the rental compression assets and contract drilling 
equipment, which are depreciated using the utilization method. Depreciation rates are as follows: 


Assets depreciated under straight-line method Estimated useful life in years 
Building 20 
Furniture and fixtures 5 
Shop machinery and equipment 5 
Rental equipment 5 to 14 
Automotive equipment 3 to 10 
Computer equipment 3 
Assets depreciated under the utilization method Estimated useful life 
Rental compression equipment 180 months 
Contract drilling equipment 3,000 days 
Goodwill: 


Goodwill, which represents the portion of the excess purchase price paid on the acquisition of businesses 
in excess of the value assigned to identifiable net assets acquired, is amortized on a straight-line basis over 
fifteen years from the acquisition date. The value of goodwill is periodically evaluated and where there is 
considered to be an impairment in the estimated net recoverable amount of the goodwill, based upon 
expected cashflows, the goodwill is written down to its estimated value. Amortization for the year ended 


December 31, 2001 - $422,000 (December 31, 2000 - $446,000). 


Inventory and work-in-progress: 


Raw materials inventory, work-in-progress and finished goods are valued at the lower of cost and net realizable 
value. Cost for raw materials is determined on a specific item basis, with overhead and labour being determined 
on a weighted average basis. 


Per share amounts: 


In 2000 the Company retroactively adopted a new method of calculating diluted earnings per share. Basic earnings 
per share is calculated using the weighted average number of common shares outstanding during the year. 
Diluted earnings per share is calculated following the treasury stock method assuming that proceeds obtained upon 
the exercise of options would be used to purchase common shares at the average market price during the period. 


TOTAL ENERGY SERVICES LTD. 


Notes to Consolidated Financial Statements, page | 


Years ended December 31, 2001 and 2000 (tabular amounts in thousands of dollars) 


1. Significant accounting policies (continued): 
(f) Revenue recognition: 
The Company recognizes revenue as services are provided. 
(g) Measurement of uncertainty: 


The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts 
of revenue and expenses. Actual results could differ from these estimates. 


(h) Income taxes: 


The Company has adopted the liability method of accounting for income taxes (note 2). Under this 
method, future income tax liabilities and future income tax assets are recorded based on temporary differences 
— the difference between the carrying amount of an asset and liability in the consolidated balance sheet and 
its tax basis. 


(i) | Stock-based compensation plan: 


The Company has a stock option plan whereby options to acquire common shares of the company may be 
granted to the directors, officers, employees and consultants. No compensation expense is recognized for this 
plan when stock options are issued. Any consideration paid on the exercise of the stock options is credited to 
share capital. 


(j) Inventory obligations: 


Equipment transferred under an inventory purchase and leasing program (note 12) is included in inventory. 
When the equipment is leased, the asset is transferred to capital assets and is amortized over 180 months. 
Advances received are recognized as a deferred obligation and are recognized to income at agreed amortization 
rates ranging from 1.25% to 2.00% of the advances when the equipment is leased or rented. When the 
equipment is sold, the deferred obligation is reduced and the applicable revenue and cost of sales is recognized 
in income. 


2. Change in accounting policy: 


On January 1, 2000, the Company adopted the liability method of accounting for income taxes. Previously the 
Company followed the deferral method. The new policy has been applied retroactively without restating prior 
periods. Retained earnings at January 1, 2000 has been reduced by $1,003,000 representing the cumulative effect of 
the change in prior periods from $336,000 to a deficit of $667,000. 


3. Business acquisitions: 


Effective April 1, 2000, the Company acquired the assets of Chinook Drilling, a company in the business of 
contract drilling services provided to oil and gas exploration and production companies in western Canada for cash 
consideration of $6.5 million. 


Contract drilling equipment $ 6,471 
Furniture and fixtures 29 
Consideration $ 6,500 


TOTAL ANNUAL REPORT 2001 asa 


TOTAL ENERGY SERVICES LTD. 


Notes to Consolidated Financial Statements, page 2 
Years ended December 31, 2001 and 2000 (tabular amounts in thousands of dollars) 


Property, plant and equipment: 


Accumulated 

December 31, 2001 Cost depreciation Net book value 
Land 626 $ - $ 626 
Building 2,476 238 2,238 
Furniture and fixtures 681 451 230 
Shop machinery and equipment 578 263 SiS 
Rental equipment 24,506 6,169 18,337 
Automotive assets under capital lease 1,107 174 933 
Automotive equipment 9,660 1,848 7,812 
Computer equipment 497 301 196 
Contract drilling equipment 18,592 932 17,660 

58,723 $ 10,376 > 4S34a 

Accumulated 

December 31, 2000 Cost depreciation Net book value 
Land 1,134 $ = $ 1,134 
Building 2,204 300 1,904 
Furniture and fixtures 602 341 261 
Shop machinery and equipment 434 154 280 
Rental equipment 20,720 4,502 16,218 
Automotive assets under capital lease 2,618 161 2,457 
Automotive equipment 6,367 1,248 5,119 
Computer equipment 384 183 201 
Contract drilling equipment 10,812 276 10,536 

45,275 $ 7,165 $ 38,110 


Bank indebtedness: 


Bank indebtedness is payable on demand, and is secured by a first fixed and floating charge debenture over all the 
assets of the Company and a general assignment of book debts and bears interest at the bank’s prime rate plus 0.5%. 


TOTAL ENERGY SERVICES LTD. 


Notes to Consolidated Financial Statements, page 3 


Years ended December 31, 2001 and 2000 (tabular amounts in thousands of dollars) 


6. Long-term debt: 


Loan payable, requiring monthly payments of $281,667 plus interest 
calculated at the lessor of the current short-term Bankers Acceptance 
rate plus a 1.75% stamping fee, or bank prime rate plus 0.75%. Loan is 
a revolving evergreen facility with each drawdown repaid over 60 
months and is available to a maximum of $25,000,000. The facility is 
secured by a first fixed and floating charge on all assets of the company 
and certain other collateral security. 


Loans payable, requiring monthly installments ranging between 
$16,070 and $200,003 plus interest calculated at the lesser of the 
current short term Bankers Acceptance rate plus stamping fees ranging 
between 1.75% and 1.85% or bank prime rates ranging between 
0.75% and 0.85%. The loans mature at dates ranging between 
0.75% and 0.85%. The loans mature at dates ranging between April 
2003 to December 2006 and are secured by a fixed and floating charge 
on all assets of the company and certain other collateral security. 


Less current portion 


Principal payments due over the next five years are as follows: 
2002 
2003 
2004 


2005 
2006 


7. Obligations under capital leases: 


Equipment under capital lease 


Less current portion 


2001 2000 

$ 15,847 $ = 
= 15,366 

15,847 15,366 
3,380 4,643 

$ 12,467 $10,723 
$ 3,380 

3,380 

3,380 

3,380 

2,327 

2001 2000 

$ 136 $ 617 
136 497 

$ zs $ 120 


The Company assumed capital leases as part of its consideration paid for a 1999 acquisition. The capital leases have 


interest rates of 6.50%. 


Interest of $23,598 for the year ended December 31, 2001 (December 31, 2000 - $58,000) relating to capital lease 


obligations has been included in interest on long-term debt. 


8. Share capital: 
(a) Authorized: 


Unlimited number of common voting shares 


Unlimited number of non-cumulative, 7% per annum dividend bearing preferred shares 
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TOTAL ENERGY SERVICES LTD. 


Notes to Consolidated Financial Statements, page 4 


Years ended December 31, 2001 and 2000 (tabular amounts in thousands of dollars) 


8. 
(b) 


(c) 


(d) 


Share capital (continued): 


Common shares issued: 


Number of shares Amount 


(in thousands) 


Balance, December 31, 1999 $ 18,074 $ 18,966 
Issued pursuant to equity offering 5,764 6,052 
Repurchased and cancelled (402) (404) 
Issued on exercise of stock options 75 44 
Adjustment to share capital on change in accounting 

policy for income taxes - 83 
Less share issue costs (net of future income tax 

benefit of $372) = (528) 
Balance, December 31, 2000 Sy PBS $ = 24,213 
Issued on exercise of warrants 93 139 
Repurchased and cancelled (1,165) (1,248) 
Issued on exercise of stock options 84 68 
Less share issue costs (net of future income tax benefit of $6) = (12) 
Balance, December 31, 2001 P53} $ 23,160 


Equity offering: 


Effective September 12, 2000, the Company completed a prospectus offering of 5,764,000 units at $1.05 per 
unit for total consideration of $6,052,000. Proceeds, net of agents’ fees and other related costs of the issue 
of $900,000 were $5,152,000. Each Unit consisted of one common share and one half of a common share 
purchase warrant. Each whole common share purchase warrant entitles the holder to purchase one common 
share at $1.50 per share until March 12, 2002. None of the share purchase warrants were exercised in 2000. 
During 2001, 92,500 share purchase warrants were exercised for gross proceeds of $138,750. 


Options: 


On November 12, 1996, the directors of the Company adopted a stock option plan (the "ASE Plan"), which 
was drafted to comply with the policies of The Alberta Stock Exchange. Under the ASE Plan, options to 
acquire common shares of the Company could be granted to the directors, officers and employees of the 
Company and to consultants retained by the Company. The ASE Plan was ratified by shareholders at the 
special meeting of shareholders held on August 22, 1997. 


The common shares of the Company were voluntarily delisted from The Alberta Stock Exchange in January 
1999 (following the listing of the common shares on The Toronto Stock Exchange) and it is not anticipated 
that any further options will be granted under the ASE Plan. At such time as those options have been 
exercised, expire or are cancelled, the ASE Plan will terminate and will be of no further force or effect. 


TOTAL ENERGY SERVICES LTD. 


Notes to Consolidated Financial Statements, page 5 


Years ended December 31, 2001 and 2000 (tabular amounts in thousands of dollars) 


8. Share capital (continued): 


ASE plan options 2001 2000 

Weighted-average Weighted-average 

Shares exercise price Shares exercise price 

Outstanding at beginning of year 659,667 $ 1.85 764,334 $ 1.82 

Exercised 20,000 0.50 14,667 0.50 

Cancelled 75,000 2.00 90,000 19 

Outstanding at end of year 564,667 $ 1.88 659,667 $ 1.85 
Options vested at end of year 564,667 659,667 


The following table summarizes information about the ASE Plan options outstanding at December 31, 2001. 


ASE plan options Options outstanding Options exercisable 
Number Weighted-average Weighted-average Number Weighted-average 
outstanding at remaining exercise price exercisable at exercise price 

Dec 31, 2001 contractual life Dec 31, 2001 


Range of Exercise Prices 


$0.50 to $1.00 14,667 0.64 $ 0.50 14,667 $ 0.50 
$1.01 to $2.00 400,000 2 1.79 400,000 eo 
$2.01 to $3.00 150,000 22 UNS) 150,000 D5) 

564,667 1073} $ 1.88 564,667 $ 1.88 


On December 4, 1998, the Company implemented a new form of stock option plan (the "TSE Plan"), which 
was drafted to comply with the policies of The Toronto Stock Exchange. Under the TSE Plan, options to 
acquire common shares of the Company may be granted to the directors, officers and employees of the 
Company and to consultants retained by the Company. 


The aggregate number of common shares issuable upon the exercise of options outstanding under the TSE Plan 
at any time may not exceed 10% of the issued and outstanding common shares and the aggregate number of 
common shares issuable to any one officer, director or full time employee of the Company may not exceed 5% 
of the total number of issued and outstanding common shares. The period during which an option granted 
under the Plan is exercisable may not exceed ten years from the date such option is granted. The price at which 
common shares may be acquired upon the exercise of an option is determined with reference to the closing price 
of the common shares on the first day prior to the date of grant on which a board lot of common shares traded 
on The Toronto Stock Exchange. 
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Notes to Consolidated Financial Statements, page 6 
Years ended December 31, 2001 and 2000 (tabular amounts in thousands of dollars) 


8. Share capital (continued): 


TSE plan options 2001 2000 

Weighted-average Weighted-average 

Shares exercise price Shares exercise price 

Outstanding at beginning of year 1,125,000 $ 1.02 685,000 $ 0.86 

Granted 75,000 0.90 550,000 GIES) 

Exercised 64,000 0.91 60,000 0.61 

Cancelled 25,000 122) 50,000 0.64 

Outstanding at end of year 1,111,000 $ 1.02 1,125,000 $ 1.02 
Options vested at end of year 927,667 566,667 


The following table summarizes information about the TSE Plan options outstanding at December 31, 2001. 


TSE plan options Options outstanding Options exercisable 
Number Weighted-average Weighted-average Number Weighted-average 
outstanding at remaining exercise price exercisable price exercise price 

Dec 31, 2001 contractual life Dec 31, 2001 


Range of Exercise Prices 


$0.50 to $1.00 561,000 W398) $ 0.74 486,000 $ 0.71 
$1.01 to $2.00 550,000 3.20 1.30 441,667 1.31 
1,111,000 2.89 $ 1.02 927,667 $ 1.00 


Subject to the foregoing restrictions, and certain other restrictions set forth in the TSE Plan, the Board of 
Directors of the Company is authorized to provide for the granting of options and the exercise and method of 
exercise of options granted under the TSE Plan. 


Options granted under the ASE Plan and the TSE Plan are non-assignable. Such options are subject to early 
termination in the event of the death of a participant or in the event a participant ceases to be an officer, 
director, employee or consultant of the Company, as the case may be. 


(e) Per share amounts: 


The weighted average number of shares outstanding during the year was 22,880,810 (2000 — 19,412,131). 
In computing diluted earnings per share, 4,105,167 (2000 — 216,506) shares were added to the weighted 
average number of common shares outstanding during the year for the effect of stock options and share 
purchase warrants. 


(f) Escrowed shares: 
Pursuant to escrow agreements between the Company, certain shareholders of the Company and a trust 


company, nil and 430,000 common shares were held in escrow as of December 31, 2001 and December 31, 
2000, respectively. 
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Notes to Consolidated Financial Statements, page 7 


Years ended December 31, 2001 and 2000 (tabular amounts in thousands of dollars) 


8. Share capital (continued): 
(g) Shares Purchased: 


Under the provisions of the normal course issuer bid, during 2001 the Company purchased 1,164,700 common 
shares at an average price of $1.98 per share, including commissions, and such shares were cancelled. 
During 2000 the Company purchased 402,000 common shares at an average price of $1.00 per share, including 
commissions, and such shares were cancelled. The excess of price paid over the average price per share was 
charged to retained earnings. 


9. Income taxes: 


Income tax expense differs from the amount that would be computed by applying the Federal and Provincial 
statutory income tax rates. The reasons for the differences are as follows: 


2001 2000 
Income tax rate 42.12% 44.6% 
Expected tax expense $ 4,867 $ 3,428 
Decrease in taxes resulting from: 
Future income tax rate adjustment (669) (697) 
Provision for income taxes $ 4,198 $ Jeti 


The components of the net future income tax liability at December 31, 2001 is as follows: 


2001 2000 
Future income tax assets: 
Benefit of non-capital losses $ = $ 842 
Share issue costs 271 448 
Other 37 13 
308 1,303 
Future income tax liabilities: 
Partnership income 2,182 1,248 
Property, plant and equipment 5,456 4,055 
Other 45 34 
7,683 533i 
Net future income tax liability $ 7,375 $ 4,034 
10. Commitments: 
The Company has operating lease commitments for vehicles and buildings as follows: 
2002 $ 1,102 
2003 876 
2004 467 
2005 184 
2006 101 
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Notes to Consolidated Financial Statements, page 8 


Years ended December 31, 2001 and 2000 (tabular amounts in thousands of dollars) 


ie 


12 


13). 


Financial instruments: 
(a) Risk management activities: 


The Company does not have a significant exposure to any individual customer or counter party. Concentration of 
credit risk on the Company's trade accounts receivable exists in the oil and gas industry. 


(b) Fair values: 


The carrying values of bank indebtedness, accounts receivable, accounts payable and accrued liabilities 
approximate their fair value due to the relatively short periods to maturity of the instruments. The fair value of 
long-term debt is determined at the present value of contractual future payments of principal, discounted at the 
current market rates for interest available to the Company for the same or similar debt instruments with fixed 
interest rates. All long-term debt with variable interest rates are assumed to already be at fair value and 
therefore are not revalued. 


Inventory purchase and leasing program: 


The Company entered into a $7 million gas compression inventory purchase and leasing program agreement on 
September 29, 1999 (the "Agreement") with a leasing company ("Leaseco"). Pursuant to the Agreement, the 
Company is able to carry up to an unamortized amount of $7 million of portable gas compression equipment for an 
initial term of five years after which time the program may be renewed for an additional five years. At the end of 
either term the Company has the option to repurchase the transferred inventory at its unamortized amount. As well, 
at the end of either term the Leaseco has the option to require the Company to repurchase the inventory at the 
unamortized amount. 


Under the terms of the Agreement, the Company is subject to certain fees including an annual payment and a 
monthly payment based on an annual interest rate of prime rate plus 1.25% for any inventory units in the program 
that are not on rent or lease. If an inventory unit has been transferred pursuant to the Agreement and has not been 
leased or rented for 364 consecutive days the monthly payment for any such unit is calculated at prime rate plus 6.0%. 


During 2001 the Leaseco notified the Company that it was closing its leasing operations and under the agreement, 
was exercising its right to end funding on the yearly anniversary date of September 29, 2001. After September 29, 
2001 the Company can no longer have new unamortized funds under the agreement. At September 29, 2004 the 
Company will be required to repurchase any unleased inventory at the unamortized amount. The leases on any units 
that are on lease at the end of September 29, 2004 will continue to the end of the lease term at which time 
the Company will be required to repurchase the units at their unamortized amount. At December 31, 2001 the 
unamortized amount of equipment subject to repurchase is $3,217,000. 


Changes in non-cash working capital items: 


2001 2000 
Accounts receivable ° $ 2,997 $ (4,059) 
Inventory and work in progress (4,683) (2,524) 
Income taxes recoverable 447 (29) 
Prepaid expenses (208) (132) 
Accounts payable and accrued liabilities (3,927) palize 
Deferred obligation 616 361 
Income taxes payable B52 - 


$ (4,406) $ (1,258) 
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Notes to Consolidated Financial Statements, page 9 


Years ended December 31, 2001 and 2000 (tabular amounts in thousands of dollars) 


14. Segmented information: 


The Company operates in three main industry segments which are substantially in one geographic segment. 
These segments are Gas Compression Services, which includes the sale, rental and servicing of natural gas 
compression equipment, Drilling and Production Rentals, which includes the rental and transportation of surface 
equipment used in drilling and production processes, and Contract Drilling Services, which includes the contracting 
of drilling equipment and the provision of labour required to operate the equipment. The Company did not have 


operations in the Contract Drilling Services segment until April 1, 2000. 


The segmented amounts are as follows: 


Gas _ Drilling and Contract 

compression —_ production drilling 

December 31, 2001 services rentals services 
Revenue a Se 20,2785 $s 255130 SS O47 
Operating earnings 2,332 9,226 2,192 
Depreciation and amortization 390 3,029 674 
Assets 16,294 36,312 19,334 
Capital expenditures ” 1,462 7,209 7,812 


(1) Operating earnings are earnings before gain on sale of equipment, income taxes and goodwill amortization. 
(2) Excludes acquisitions. 


(3) Other includes sundry operations and the Company's corporate activities. 


Gas Drilling and Contract 

compression production drilling 

December 31, 2000 services rentals services 
Revenue $ 18,530 $ 20,387 $ 4,847 
Operating earnings “” 2,585 6,201 609 
Depreciation and amortization 317 2,778 283 
Assets 12,429 34,333 12,991 
Capital expenditures 637 5,092 4 366 


(1) Operating earnings are earnings before gain on sale of equipment, income taxes and goodwill amortization. 
(2) Excludes acquisitions. 


(3) Other includes sundry operations and the Company's corporate activities. 


Other Total 
DENS Sy “Sisksyiil 
(1,785) 11,965 
192 4,285 
1,704 73,644 
118 16,601 
Other Total 
2,029 $ 45,793 
(1,491) 7,904 
190 3,568 
2,629 62,382 
82 10,177 
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SELECTED RESULTS 


Revenue 

EBITDA (1) 

Operating earnings 
Cashflow from operations, 


before changes in non-cash working capital 


five year comparison 


2001 


58,571 
17,168 
11,965 


14,984 


Earnings before income taxes and goodwill amortization 11,976 


Earnings before amortization of goodwill 

Net earnings (loss) 

Interest expense 

Depreciation 

Amortization of goodwill, net of tax 

Capital expenditures, net 

Earnings per share before goodwill amortization - basic 
Earnings (loss) per share - basic 

EBITDA per share - basic 

Cashflow from operations, before changes in non-cash 


working capital per share - basic 


FINANCIAL POSITION 


Working capital 
Total assets 
Long-term debt 


Shareholders’ equity 


(thousands of dollars, except per share data) 


(1) EBITDA: net earnings before income taxes, depreciation and amortization. 


7,778 
7,363 
1,327 
3,865 
415 
14,091 
0.34 
0.32 
0.75 


0.65 


4,015 
73,644 
12,467 
33,754 


2000 


45,793 
13,096 
7,904 


11,036 
8,121 
5,390 
4,954 
1,853 
Sy 

436 
7,536 
0.28 
0.26 
0.66 


0.57 


2,995 
62,382 
10,723 
28,500 


1999 


22,021 
4,132 
450 


Sli 
404 
219 

(217) 

Il 

esyey| 
436 

1,269 

0.01 
(0.01) 
0.21 


0.18 


(435) 
44,871 
9,046 
19,302 


1998 


21,653 
4,998 
1,754 


4,042 
1,415 
720 
476 
iy? 
2,430 
243 
3,747 
0.05 
0.03 
0.34 


0.26 


(603) 
39,872 
L720 
18,814 


1997 


2,401 


406 


(3,837) 
13,748 
1,110 
4,941 
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DESCHENES REGNIER ©’ 


BOARD OF DIRECTORS 


Thomas Stan"? { 
Chairman and Chief Executive Officer - 


Larry Coston 
President and Chief Operating Officer 


Daniel Halyk'?® 
Bruce Pachkowski'? 


Ken Mullen”? 


1 Member of the Compensation Committee 
2 Member of the Audit Committee 
3 Member of the Nomination Committee 


MANAGEMENT TEAM 


Total Energy Services Ltd. 
Thomas Stan 
Chairman and Chief Executive Officer 


Larry Coston 
President and Chief Operating Officer 


David Hawkins 
Vice President Finance and Chief Financial Officer 


Nick Fader 


Corporate Secretary 


Total Oilfield Rentals Partnership 
Gerry Crawford - General Manager 


Bidell Equipment Inc. 
Warren Craddock - General Manager 


Chinook Drilling Inc. 
Rod Rundell - General Manager 


G.B.M. Trailer Service Ltd. 
Al Kennedy - General Manager 


CORPORATE INFORMATION 


Head Office 

1450, 555 - 4 Avenue S.W., 

Calgary, Alberta 

T2P 3E7 

Telephone: (403) 216-3939 

Toll Free: (877) 818-6825 

Telefax: (403) 234-8731 

website: www.totalenergy.to 

email: investorrelations@totalenergy.to 


Auditor 
KPMG LLP 
Calgary, Alberta 


Registrar and Transfer Agent 
CIBC Mellon Trust 
Calgary, Alberta 


Legal Counsel 
Bennett Jones, LLP 
Calgary, Alberta 


Banker 
HSBC 
Calgary, Alberta 


Stock Exchange Listing 
Toronto Stock Exchange 
Common Shares TOT 


TOTAL ENERGY SERVICES LTD. j 


